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AN ACT concerni ng busi ness transacti ons.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:
Section 5. The Uniform Commercial Code is anmended by
changi ng Sections 9-301, 9-310, 9-312, 9-314, and 9-322 and

addi ng Sections 9-107.1, 9-306.1, and 9-329.1 as foll ows:

(810 I LCS 5/9-107.1 new)

Sec. 9-107.1. Control of Beneficial Interest in Illinois
Land Trust.

(a) Requirenents for Control. A secured party has
control of the beneficial interest in an Illinois land trust

i f:

(1) the secured party shall have transmtted to the

trustee for the trust a record authenticated by the

debtor that contains a collateral assignnent by the

debtor of, or the grant of a security interest in, a

beneficial interest in the trust; and

(2) in an authenticated record, the trustee for

the trust has accepted the collateral assignnent or

security agreenent.

(b) Debtor's right to direct disposition and proceeds. A

secured party that has satisfied subsection (a) has control

even if the debtor retains, subject to the terns and

conditions of the col | ateral assi gnnent or security

agreenent, the power of direction of the trustee and the

right to receive the rents, incone and profits thereof.

(810 ILCS 5/9-301) (from Ch. 26, par. 9-301)
(Text of Section before anendnent by P. A 91-893)
Sec. 9-301. Persons Wio Take Priority Over Unperfected

Security Interests; Rights of "Lien Creditor".
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(1) Except as otherw se provided in subsection (2), an
unperfected security interest is subordinate to the rights of
(a) persons entitled to priority wunder Section

9-312;

(b) a person who becones a lien creditor before the
security interest is perfected,

(c) in the case of goods, instrunents, docunents,
and chattel paper, a person who is not a secured party
and who is a transferee in bulk or other buyer not in
ordinary course of business or is a buyer of farm
products in ordinary course of business, to the extent
t hat he gives value and receives delivery of the
collateral w thout know edge of the security interest and
before it is perfected;

(d) in the case of accounts, general intangibles,
and investnent property, a person who is not a secured
party and who is a transferee to the extent that he gives
val ue without knowl edge of the security interest and
before it is perfected;

provi ded, however, that an unperfected security interest
shal |l take priority over the rights of a lien creditor if (i)
the lien creditor is a trustee or receiver of a state or
federally chartered fi nanci al institution acting in
furtherance of its supervisory authority over the financial
institution and (ii) a security interest is granted by the
financial institution to secure a deposit of public funds
with the financial institution or a repurchase agreenment with
the financial institution pursuant to t he Gover nnent
Securities Act of 1986, as anmended.

(2) If the secured party files wth respect to a
purchase noney security interest before or within 20 days
after the debtor receives possession of the <collateral, he
takes priority over the rights of a transferee in bulk or of

a lien creditor which arise between the time the security
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interest attaches and the tinme of filing.

(3) A "lien creditor” nmeans a creditor who has acquired
a lien on the property involved by attachnment, levy or the
like and includes an assignee for benefit of creditors from
the tinme of assignnment, and a trustee in bankruptcy from the
date of the filing of the petition or a receiver in equity
fromthe tinme of appointnent.

(4) A person who becones a lien creditor while a
security interest is perfected takes subject to the security
interest only to the extent that it secures advances nade
before he becones a Ilien creditor or wthin 45 days
thereafter or made w thout know edge of the lien or pursuant
to a coomtnent entered into without know edge of the |ien.

(Source: P.A 89-364, eff. 1-1-96; 90-696, eff. 8-7-98.)

(Text of Section after amendnent by P. A 91-893)

Sec. 9-301. Law governing perfection and priority of
security interests. Except as otherwi se provided in Sections
9-303 through 9-306.1 9-306, the followng rules determne
the law governing perfection, the effect of perfection or
nonperfection, and the priority of a security interest in
col | ateral

(1) Except as otherw se provided in this Section,
while a debtor is located in a jurisdiction, the |ocal
law of that jurisdiction governs perfection, the effect
of perfection or nonperfection, and the priority of a
security interest in collateral.

(2) Wile collateral is located in a jurisdiction,
the local |aw of that jurisdiction governs perfection,
the effect of perfection or nonperfection, and the
priority of a possessory security interest in that
col | ateral

(3) Except as otherw se provided in paragraph (4),
whi | e negoti abl e docunents, goods, instrunents, noney, or

tangi bl e chattel paper is located in a jurisdiction, the
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| ocal law of that jurisdiction governs:

(A) perfection of a security interest in the
goods by filing a fixture filing;

(B) perfection of a security interest in
timber to be cut; and

(C the effect of perfection or nonperfection
and the opriority of a nonpossessory security
interest in the collateral.

(4) The local law of the jurisdiction in which the
wel | head or m nehead is | ocated governs perfection, the
effect of perfection or nonperfection, and the priority
of a security interest in as-extracted collateral.

(Source: P.A 90-696, eff. 8-7-98; 91-893, eff. 7-1-01.)

(810 ILCS 5/9-306.1 new)

Sec. 9-306.1. Law Governing Perfection and Priority of

Collateral Assignments of Beneficial Interests inlllinois

Land Trusts. The local law of the State of |Illinois governs

perfection, the effect of perfection or nonperfection, and

the priority of a collateral assignnent of, or other security

interest in, a beneficial interest in an lllinois |and trust.

This Section inplenents the inportant interest of this State

in matters associated with the administration of Illinois

land trusts created for the principal purpose of owning an

interest in lllinois land and the requl ation of restrictions

on the transfer of beneficial interests in, and of the power

of appoi ntnents under, such trusts.

(810 ILCS 5/9-310) (from Ch. 26, par. 9-310)

(Text of Section before anendnment by P. A 91-893)

Sec. 9- 310. Priority of certain liens arising by
operation of |aw.

When a person in the ordinary course of his business

furni shes services or materials with respect to goods subject
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to a security interest, a lien upon goods in the possession
of such person given by statute or rule of Jlaw for such
material s or services takes priority over a perfected
security interest unless the lien is statutory and the
statute expressly provides otherw se.

(Source: Laws 1961, p. 2101.)

(Text of Section after amendnent by P. A 91-893)

Sec. 9-310. Wwen filing required to perfect security

interest or agricultural lien; security interests and
agricultural liens to which filing provisions do not apply.
(a) GCeneral rule: perfection by filing. Except as

ot herwi se provided in subsection (b) and Section 9-312(b), a
financing statement nust be filed to perfect all security
interests and agricultural |Iiens.

(b) Exceptions: filing not necessary. The filing of a
financing statenment s not necessary to perfect a security
i nterest:

(1) that is perfected under Section 9-308(d), (e),
(f), or (9);

(2) that is perfected under Section 9-309 when it
attaches;

(3) in property subject to a statute, regulation,
or treaty described in Section 9-311(a);

(4) in goods in possession of a bailee which is
perfected under Section 9-312(d)(1) or (2);

(5 in certificated securities, docunents, goods,
or instrunents which is perfected wthout filing or
possessi on under Section 9-312(e), (f), or (Q9);

(6) in collateral in the secured party's possession
under Section 9-313;

(7) in a certificated security which is perfected
by delivery of +the security certificate to the secured
party under Section 9-313;

(8) in deposit accounts, electronic chattel paper,
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i nvest ment property, eor letter-of-credit rights, or

beneficial interests in Illlinois land trusts which is

perfected by control under Section 9-314;

(9) in proceeds which is perfected under Section

9- 315; or

(10) that is perfected under Section 9-316.

(c) Assignnment of perfected security interest. If a
secured party assigns a perfected security interest or
agricultural lien, a filing wunder this Article is not
required to continue the perfected status of the security
interest against creditors of and transferees from the
origi nal debtor.

(Source: P.A 91-893, eff. 7-1-01.)

(810 ILCS 5/9-312) (from Ch. 26, par. 9-312)

(Text of Section before anendnment by P. A 91-893)

Sec. 9-312. Priorities Anmong Conflicting Security
Interests in the Sane Col |l ateral.

(1) The rules of priority stated in other Sections of
this Part and in the following Sections shall govern when
applicable: Section 4-210 with respect to the security
interests of collecting banks in itens being collected,
acconpanyi ng docunents and proceeds; Section 9-103 on
security interests related to other jurisdictions; Section
9-114 on consignnents; Section 9-115 on security interests in
i nvest ment property.

(2) A perfected security interest in crops for new val ue
given to enable the debtor to produce the <crops during the
producti on season and given not nore than three nonths before
the crops become grow ng crops by planting or otherw se takes
priority over an earlier perfected security interest to the
extent that such earlier interest secures obligations due
nmore than six nonths before the crops becone grow ng crops by

planting or otherwise, even though the person giving new
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val ue had knowl edge of the earlier security interest.

(3) A perfected purchase noney security interest in
inventory has priority over a conflicting security interest
in the sane inventory and also has priority in identifiable
cash proceeds received on or before the delivery of the
inventory to a buyer if

(a) the purchase noney security i nt er est IS
perfected at the tinme the debtor receives possession of
the inventory; and

(b) the purchase noney secur ed party gi ves
notification in witing to the holder of the conflicting
security interest if the holder had filed a financing
statenent covering the sane types of inventory (i) before
the date of the filing nade by the purchase noney secured
party, or (ii) before the beginning of the 21 day period
where the purchase noney security interest is tenporarily
perfected without filing or possession (subsection (5) of

Section 9-304); and

(c) the holder of the conflicting security interest
receives the notification wthin 5 years before the
debtor receives possession of the inventory; and

(d) the notification states that the person giving
the notice has or expects to acquire a purchase noney
security interest in inventory of the debtor, describing
such inventory by itemor type.

(4) A purchase noney security interest in collateral
other than inventory has priority over a conflicting security
interest in the same collateral or its proceeds if the
purchase noney security interest is perfected at the tine the
debtor receives possession of the collateral or wthin 20
days thereafter.

(5 In all cases not governed by other rules stated in
this Section (including cases of purchase nobney security

interests which do not qualify for the special priorities set
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forth in subsections (3) and (4) of this Section), priority
bet ween conflicting security interests in the same coll ateral
shall be determ ned according to the follow ng rul es:

(a) Conflicting security interests rank according
to priority in time of filing or perfection. Priority
dates fromthe tine a filing is first made covering the
collateral or the tinme the security interest is first
perfected, whichever is earlier, provided that there 1is
no period thereafter when there is neither filing nor
perfection.

(b) So long as conflicting security interests are
unperfected, the first to attach has priority.

(6) For the purposes of subsection (5) a date of filing
or perfection as to collateral is also a date of filing or
perfection as to proceeds.

(7) If future advances are nade while a security
interest is perfected by filing, the taking of possession or
under Section 9-115 or 9-116 on investnent property, the
security interest has the sanme priority for the purposes of
subsection (5) with respect to the future advances as it does
wth respect to the first advance. If a commtnent is nmade
before or while the security interest is so perfected, the
security interest has the sane priority wth respect to
advances made pursuant thereto. In other cases a perfected
security interest has priority fromthe date the advance is
made.

(Source: P.A 89-364, eff. 1-1-96.)

(Text of Section after amendnent by P. A 91-893)

Sec. 9-312. Perfection of security interests in chattel
paper, deposi t accounts, docunents, goods covered by
docunents, instrunments, investnent property, letter-of-credit
rights, and noney; perfection by perm ssive filing; tenporary
perfection without filing or transfer of possession.

(a) Perfection by filing permtted. A security interest
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in chattel paper, negoti abl e docunent s, i nstrunents,

benefi ci al interests in lllinois land trusts, or investnent

property may be perfected by filing.

(b) Control or possession of certain collateral. Except
as otherwise provided in Section 9-315(c) and (d) for
pr oceeds:

(1) a security interest in a deposit account may be
perfected only by control under Section 9-314;

(2) and except as otherwise provided in Section
9-308(d), a security interest in a letter-of-credit right
may be perfected only by control under Section 9-314; and

(3) a security interest in noney may be perfected
only by the secured party's taking possession under
Section 9-313.

(c) Goods <covered by negotiable docunent. Wile goods
are in the possession of a bailee that has issued a
negot i abl e docunent covering the goods:

(1) a security interest in the goods may be
perfected by perfecting a security interest in the
docunent; and

(2) a security interest perfected in the docunent
has priority over any security interest that becones
perfected in the goods by another nethod during that
time.

(d) Goods <covered by nonnegotiable docunent. Wi | e
goods are in the possession of a bailee that has issued a
nonnegot i abl e docunent covering the goods, a security
interest in the goods may be perfected by:

(1) issuance of a docunment in the nanme of the
secured party;

(2) the bailee's receipt of notification of the
secured party's interest; or

(3) filing as to the goods.

(e) Tenporary perfection: new val ue. A security
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interest in certificated securities, negotiable docunents, or
instruments is perfected wthout filing or the taking of
possession for a period of 20 days fromthe tine it attaches
to the extent that it arises for new val ue given under an
aut henti cated security agreenent.

(f) Tenporary perfection: goods or docunents made
avai lable to debtor. A perfected security interest in a
negot i abl e docunent or goods in possession of a bailee, other
t han one that has issued a negotiabl e docunent for the goods,
remai ns perfected for 20 days without filing if the secured
party nmnmakes available to the debtor the goods or docunents
representing the goods for the purpose of:

(1) wultimate sal e or exchange; or

(2) | oading, unl oadi ng, storing, shi ppi ng,
transshi ppi ng, manufacturing, processing, or otherw se
dealing with themin a manner prelimnary to their sale
or exchange.

(g) Tenporary perfection: del i very of security
certificate or instrunent to debtor. A perfected security
interest in a certificated security or instrunment remains
perfected for 20 days wthout filing if the secured party
delivers the security certificate or instrunent to the debtor
for the purpose of:

(1) wultimate sal e or exchange; or
(2) presentation, collection, enforcenent, renewal,
or registration of transfer.

(h) Expiration of tenporary perfection. After t he
20-day period specified in subsection (e), (f), or (9)
expires, perfection depends upon conpliance W th this
Article.

(Source: P.A 91-893, eff. 7-1-01.)

(810 ILCS 5/9-314) (from Ch. 26, par. 9-314)
(Text of Section before anendnent by P. A 91-893)
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Sec. 9-314. Accessions.

(1) A security interest in goods which attaches before
they are installed in or affixed to other goods takes
priority as to the goods installed or affixed (called in this
section "accessions") over the clainms of all persons to the
whol e except as stated in subsection (3) and subject to
Section 9--315(1).

(2) A security interest which attaches to goods after
t hey becone part of a whole is wvalid against all persons
subsequently acquiring interests in the whole except as
stated in subsection (3) but is invalid against any person
with an interest in the whole at the tine the security
interest attaches to the goods who has not in witing
consented to the security interest or disclained an interest
in the goods as part of the whole.

(3) The security interests described in subsections (1)
and (2) do not take priority over

(a) a subsequent purchaser for value of any
interest in the whole; or

(b) a creditor wth a lien on t he whol e
subsequent |y obtained by judicial proceedings; or

(c) a creditor with a prior perfected security
interest in the whole to the extent that he makes subsequent
advances if the subsequent purchase is nade, the lien by
judicial proceedi ngs obtained or the subsequent advance under
the prior perfected security interest is nade or contracted
for wthout know edge of the security interest and before it
is perfected. A purchaser of the whole at a foreclosure sale
other than the holder of a perfected security interest
purchasing at his own foreclosure sale is a subsequent
purchaser within this Section.

(4) When under subsections (1) or (2) and (3) a secured
party has an interest in accessions which has priority over

the clains of all persons who have interests in the whole, he
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may on default subject to the provisions of Part 5 renove his
col | ateral from the whole but he nust reinburse any
encunbrancer or owner of the whole who is not the debtor and
who has not otherw se agreed for the cost of repair of any
physical injury but not for any dimnution in value of the
whol e caused by the absence of the goods renoved or by any
necessity for replacing them A person entitled to
rei moursenment may refuse permssion to renobve wuntil the
secured party gives adequate security for the perfornmance of
this obligation.

(Source: Laws 1961, p. 2101.)

(Text of Section after amendnent by P.A 91-893)
Sec. 9-314. Perfection by control.
(a) Perfection by control. A security interest in

i nvestnment property, deposit accounts, electronic chattel

paper, letter-of-credit rights, or beneficial interests in

IIlinois | and trusts eleetronie--chattel--paper my be

perfected by control of the collateral under Section 9-104,

9-105, 9-106, er 9-107, or 9-107.1.

(b) Specified coll ateral: tinme of perfection by
control; continuation of perfection. A security interest in
deposi t account s, el ectronic chattel paper, oF

letter-of-credit rights, or beneficial interests in lllinois

land trusts is perfected by control wunder Section 9-104,

9-105, eor 9-107, or 9-107.1 when the secured party obtains

control and remains perfected by control only while the
secured party retains control.

(c) Investnent property: tinme of perfection by control;
conti nuation of perfection. A security interest in
i nvestnment property is perfected by control under Section
9-106 from the time the secured party obtains control and
remai ns perfected by control until:

(1) the secured party does not have control; and

(2) one of the follow ng occurs:
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(A if the collateral is a certificated
security, the debtor has or acquires possession of
the security certificate;

(B) if the collateral is an wuncertificated
security, the issuer has registered or registers the
debtor as the regi stered owner; or

(O if t he col | at er al IS a security
entitlement, the debt or IS or becones t he
entitlement hol der.

(Source: P.A 91-893, eff. 7-1-01.)

(810 ILCS 5/9-322)
(This Section may contain text froma Public Act with a

del ayed effective date)

Sec. 9-322. Priorities anong conflicting security
interests in and agricultural liens on sanme collateral.
(a) GCeneral priority rul es. Except as otherw se

provided in this Section, priority anong conflicting security
interests and agricultural liens in the sane collateral is
determ ned according to the foll ow ng rul es:

(1) Conflicting perfected security interests and
agricultural liens rank according to priority in time of
filing or perfection. Priority dates fromthe earlier of
the time a filing covering the collateral is first nmade
or the security interest or agricultural lien is first
perfected, if there is no period thereafter when there is
neither filing nor perfection.

(2) A perfected security interest or agricultural
lien has priority over a conflicting unperfected security
interest or agricultural lien.

(3) The first security interest or agricultural
lien to attach or becone effective has priority if
conflicting security interests and agricultural liens are

unper f ect ed.
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(b) Tinme of perfection: pr oceeds and supporting
obligations. For the purposes of subsection (a)(1):

(1) the time of filing or perfection as to a
security interest in collateral is also the tinme of
filing or perfection as to a security interest 1in
proceeds; and

(2) the time of filing or perfection as to a
security interest in collateral supported by a supporting
obligation is also the tine of filing or perfection as to
a security interest in the supporting obligation.

(c) Special priority rules: proceeds and supporting
obligations. Except as otherw se provided in subsection (f),
a security interest in collateral which qualifies for
priority over a conflicting security interest under Section
9-327, 9-328, 9-329, 9-329.1, 9-330, or 9-331 also has
priority over a conflicting security interest in:

(1) any supporting obligation for the collateral;
and

(2) proceeds of the collateral if:

(A) the security interest in proceeds IS
perfected;

(B) the proceeds are cash proceeds or of the
sane type as the collateral; and

(© in the case of proceeds that are proceeds

of proceeds, all intervening proceeds are cash
pr oceeds, pr oceeds of the sanme type as the
collateral, or an account relating to t he
col | at er al

(d) First-to-file wpriority rule for certain collateral
Subj ect to subsection (e) and except as otherw se provided in
subsection (f), if a security interest in chattel paper,
deposi t accounts, negot i abl e docunent s, i nstrunents,
i nvest ment property, oF letter-of-credit rights, or

beneficial interests in Illinois land trusts is perfected by
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a nmethod other than filing, conflicting perfected security
interests in proceeds of the collateral rank according to
priority in time of filing.

(e) Applicability of subsection (d). Subsection (d)
applies only if the proceeds of the collateral are not cash
proceeds, chattel paper, negotiable docunents, instrunents,

i nvestnment property, beneficial interests in |Illinois |and

trusts, or letter-of-credit rights.
(f) Limtations on subsecti ons (a) through (e).
Subsections (a) through (e) are subject to:
(1) subsection (g) and the other provisions of this
Part;
(2) Section 4-210 with respect to a security
interest of a collecting bank;
(3) Section 5-118 with respect to a security
interest of an issuer or nom nated person; and

(4) Section 9-110 with respect to a security

interest arising under Article 2 or 2A

(g) Priority under agricul tural lien statute. A
perfected agricultural lien on collateral has priority over a
conflicting security interest in or agricultural lien on the
sanme collateral if the statute creating the agricultural lien

SO provides.

(Source: P.A 91-893, eff. 7-1-01.)

(810 ILCS 5/9-329.1 new)

Sec. 9-329. 1. Priority of Security Interests in

Benefi ci al Interest in an Illinois Land Trust. The foll ow ng

rules govern priority anpbng conflicting security interests in

the sane beneficial interest in an Illinois |land trust:

(1) A security interest held by a secured party

having control of the beneficial interest under Section

9-107.1 has priority to the extent of its control over a

conflicting security interest held by a secured party
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t hat does not have control

(2) Security interests perfected by control under

Section 9-314 rank according to priority in tine of

obtai ni ng control.

Section 95. No acceleration or del ay. Were this Act
makes changes in a statute that is represented in this Act by
text that 1is not yet or no longer in effect (for exanple, a
Section represented by nultiple versions), the wuse of that
text does not accelerate or delay the taking effect of (i)
t he changes made by this Act or (ii) provisions derived from

any ot her Public Act.
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